Dear Sir or Hadam:

Ye have consider=d your application for recognition of exempticn from Federal
incompe tax under section 501{c}{6) of thc Internal Revermue Code.

The information submittad discloses that you ware incerporated under ths laws
-« I o~ I -

The organization is organized ar an asscciation of I Gcalers in
B o: th: advertising, sales, and promotion of antomcbiles for
their mutual benefit.

stembership is limited toc any person, firm, or corporation sngaged in the sale
of I zotor -chicles in W s dcfined by ]
I - Hembership must be approved by
I -

You currently have [l meambers. Contributions to the organization are
determinad by the Board of Directors. Each menbar's contribution is defined
by a formula and is directly related to the number of autcmobiles sold =ach
montk. MNonies are distributed each moath to the dealers selling the largest
pumber of automobiles as an inceative for sales.

section 501{c){6) of the Code provides for the exeaption of businass leaguss,
chambers of commerce, real estate boards, boards for trade, and professional
football leagues, which ara not organized for profit and no part of the net
earnings of which inures to thes benefit of any private sharsholder or
individual.

Section 1.501(c}(6)-1 of the Income Tax Regulations definss a business league
4% an as3ociation cf persons having some common businsess interest the purpose
of which is to promcts such interest. This section also provides that a
business league exempt under 501(c}(8) is "of the same genaral class as a
chazber of commerce or board of trads" and "its activities should be directed
to improvement of business ccnditions of one or more lines of business as
distinguished from the periormance of particular services for individual

persons.”
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fFavenus Ruling 73-411, 1973-2 C.B. 130 discucges the charactaristics of
organizations exempt under 5Ul{c) {8}, stating that an .rganization seeking
axempticn under this secticn ag 2 chawber cof commerce or board of trade nust
be one whose =fferte ars diracted a* procoting the Tommon econemic interests
of ail of tha commercial gnterprisos 1n a given trads ~camvnity compriszing a
broad saegmant of tha public such as a city or ziawilar g-ographical or
political area. A businass leagus or trads association is similar tc a
chambsr of commsrcs, but ssrvas th: common businass intarssts of those in a
single line of business, or of clossly related lines of business. in exthe
cass, meabarship is voluntary. and open to 11 busimassmen in the coam nxtv
in the wige of a chamber of commerce or beas:d of trade, or all in the 111
iines of businass sharing fthe common business intevast in fh“ casz of a
businzss lzague. BReznafits ars not 1liiitad o the mvﬂ*:fSﬂ

a

or

Fevenus Puling &7-77. 1$67-1 C.B. discussss an organization composed of
dealers of a certain maks of automobile in 3 designated area is crganized and
operated for the primary purpose of financing general advertising campaiyns to
promote, with funds contributed by dealer mewmbers, thz sale of that make of
automobile. tHembership in the organization is restricted to dealsrs who hold
franchizss for the sale of a certain make of automobilzs in 2 designated ar=sa.
it was formed to unite the dealers in the arsa and to finance general

aivevtisiag campaigns which promote the sale of automobiles, parts, and
services. Its only income consists of ceantributions from the dealer-membars.
The s.ze2 of thess contributions is determined by the number of automobiles
purchazed from the manufactursr by sach member.

The organization described herein, instead of engaging in activities for the
improvement of business conditions in the automotive industry as a whole, is
performing services for its members by promoting a certain make of automobile
and providing refunds to its members. Therefore, it is not entitled to

“exeaption from Faderal income tax as a business league under section 501(c)(b)
_o! the Code. «

A trade organization for muffler dealers was denicd exemption because it
~onfined its membership to dealers franchised by a particular company and its
activities to the business of that ccmpany (National Mufflar Dealers
Association vs. U.S., 440 U.S. 472 (1979).

A naticnal associaticn whose activities consist of securins benefits and
performing a particular services for its members was denied exemption {(The
American Automobils Association vs. Commissioper of Internal Fevenua 19 TC
1146 {1953},
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Tour activities e dirssted solaly to prometing the busines:s and so-on-aioc
intirests ot your membarship. not an industry.
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sincsrely you

District Dirsctor

Enélasure: Publication 892



